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WARNOCK HERSEY INTERNATIONAL LIMITED AND SUBSIDIARY COMPANIES 


PRESIDENT’S REPORT Montreal, Que., July 28, 1977 


On a consolidated basis, a net loss of $404,000 or 20 cents per share was 
incurred in the second quarter of the year before extraordinary items, bringing up the 
consolidated loss before extraordinary items to a total of $638,000 or 32 cents for the 
first six months of the current year, compared to consolidated earnings before extra- 
ordinary items of $917,000 or 45 cents per share for the same period of last year. 
Extraordinary income of $16,000 for the current year, compared to a net extraordinary 
loss of $473,000 for the same period of last year, brought the total consolidated loss 
down to $622,000 for the first half of 1977, compared to consolidated total earnings of 
$444,000 for the same period of last year. 


The economic and political environment continued to be adverse to the business 
sector in the second quarter of the year resulting in further postponement of major 
capital investment projects and a high level of unemployment. Our results for the first 
half of the year were adversely affected by the poor market conditions prevailing in the 
steel, hotel and to a lesser extent, the furniture industries. In addition, our results for 
the first quarter were adversely affected by the unusually poor weather conditions in 
Western Canada throughout the 1976-1977 ski season and delays in the closing of 
contracts by our steel fabricating group resulted in a further decrease of earnings in 
the second quarter. The consolidated results were once again adversely affected by 
the high ratio of income tax expense because losses of certain of our operations could 
not be used against earnings realized by other operating units. 


The reduction of earnings of most of our operations, compared to the same 
period of last year, was however partially offset by the earnings of the P. Lawson 
group which was acquired on December 30, 1976. 


On July 14, 1977, the company disposed of 375,000 preferred and 24,000 com- 
mon shares of Power Corporation of Canada Limited at a price of $11.00 per share, 
compared to an average cost per share of $7.91, for a total gain of $1,231,000. This 
gain will be recorded in the third quarter. We also wish to report that on July 21, 1977, 
we reached an agreement with Mr. J.-N. Laurent Dupras for the sale of our hotel 
complex at Ste-Adéle, Quebec, and all operations formerly carried out by The Chan- 
tecler Hotel (1971) Ltd. and Villa Chantecler Inc. The book loss, including other 
related expenses on this latter transaction which is estimated at $1,100,000, will also 
be recorded in the third quarter as an extraordinary item. The disposal of these assets 
will have a beneficial impact on our earnings for the second half of the year and on our 


overall financial position. 


Yves J. Ménard 
President 


WARNOCK HERSEY INTERNATIONAL LIMITED AND SUBSIDIARY COMPANIES 


UNAUDITED CONSOLIDATED STATEMENT OF EARNINGS 


Six Months Ended 


2nd Quarter June 30 
1977 1976 1977 1976 
(in thousands) (in thousands) 
INCOME 
$21,117 $22,826 Gross revenue from operations .... $43,190 $42,258 
Paneer eno. income from investments 2 20... 165 _—s: 188 
21,201 22,936 43,355 42,446 
EXPENSES 
20,242 19,826 Operating and administrative ...... 40,360 36,786 
663 606 Depreciation and amortization ..... 1,332 1,199 
585 BOGOTA INTChOSU Nenu ron pense kate net ct 1,288 B57. 
295 PAOSBE INCOME taAXeShi in ai eicaiiieaces 1,165 2,100 
(24) 15a) MinorityuintereSti ines te he ela 4 87 
Gain on sale of fixed assets and 
(156) — INVESIMENTS Hy aye are ie ea ud (156) is 
21,605 22,263 43,993 41,529 


(LOSS) EARNINGS BEFORE 
(404) 673 EXTRAORDINARY ITEMS ..... (638) 917 
Estimated (loss), gain on disposal of 
operations net of income tax 
reduction of (1977 — nil; 1976 — 


— (553) S260 000) Mae aricteeGe ue fe en lass — (553) 
Reduction in income taxes through 
(39) 48 utilization of loss-carry-forward .. 16 80 
(LOSS) EARNINGS AND 
$ (443) $ 168 EXTRAORDINARY ITEMS...... $ (622) $ 444 
(LOSS) EARNINGS PER COMMON 
SHARE 


($0.20) $0.33 Before extraordinary items ........ ($0.32) $0.45 


After extraordina $0.31 


UNAUDITED CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Six Months Ended 


June 30 
1977 1976 


(in thousands) 


RETAINED EARNINGS January 1. s ik. $11,992 $11,147 
(Loss)ieamings for the Periods 3)... ke eek ele ane ole (622) 444 
Gain on shares purchased for cancellation.......... 2 2 
Dividends paid—preferred shares ...............05. (60) (65) 

SCOMIMOM SMALCS nar yuck ni tis di aiaialiegeue in lacs (217) (189) 


BromAiINECVEARNINGS, VUNE SO! as ae ech sil $11,095 $11,339 


WARNOCK HERSEY INTERNATIONAL LIMITED AND SUBSIDIARY COMPANIES 


UNAUDITED CONSOLIDATED STATEMENT OF CHANGES IN 


FINANCIAL POSITION 


WORKING CAPITAL INCREASED BY 
Operations 

(Loss) Earnings before extraordinary items...... 

Items not requiring an outlay of funds: 
Depreciation and amortization ............... 
Amortization of, intangibles. oe 2 vita een 
Deferred income taxes .........22.0.0...0005- 
Minority interest in earnings ................. 
Gain on disposal of fixed assets ............. 


Working capital increased by operations, exclusive 
of extraordinary tems (iy hie ie a ee eaten 


Extraordinary items 
Reduction in income taxes through utilization of 
losS-carrysfOrwand jour sen wh eteroete te olente 
Estimated reduction in working capital 
resulting from disposal of operations.......... 


Net proceeds on disposal of operations .......... 
Proceeds on issue of long-term debt.............. 
Proceeds on disposal of fixed assets ............. 
Other gel n Ui hy Tg he Tia eed a are aE 


WORKING CAPITAL DECREASED BY 
Reduction in long-term debt ...................05 
Purchase of fixed assetS .......... 0.0. e cee nee eee 
Payment of dividends) awsiis aa Wie aint eens iain 
Investment inimortgages se Wee nie 
Investment in joint venture ................000 eee 
Others e i sae AAA a CUA see 


(DECREASE) INCREASE IN WORKING CAPITAL ... 
WORKING CAPITAL, January 1 ...............05-- 
WORKING’ CAPITAL) June SO) CPM henai ie orien 


For the six months 
ended June 30 


1977 


1976 


(in thousands) 


3,107 
(2,248) 
15,210 

$12,962 


36 
3,362 
(580) 
15,849 
$15,269 
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